
VIATICAL FRAUD

VIATICAL SETTLEMENTS ARE AGREEMENTS IN WHICH LIFE INSURANCE
POLICIES OWNED BY TERMINALLY ILL PEOPLE ARE BOUGHT BY VIATICAL
COMPANIES AND RE-SOLD TO INVESTORS. ASIDE FROM THE SELLERS, (ALSO
CALLED VIATORS), AND THE INVESTORS, THERE ARE GENERALLY TWO
PARTIES WHO DEAL IN THE SETTLEMENTS: 1) PROVIDERS, WHO BUY THE
POLICIES AND SELL THEM TO INVESTORS; AND 2) BROKERS, WHO WORK
WITH THE VIATORS AND PROVIDERS TO WORK OUT THE DETAILS OF THE
AGREEMENT.

VIATICAL INSURANCE FRAUD IS PERPETRATED BY A SCHEME KNOWN AS
‘CLEAN SHEETING’. THIS IS ACCOMPLISHED WHEN VIATORS CONSPIRE
AMONGST EACH OTHER TO DEFRAUD INSURANCE COMPANIES. GENERALLY
USED WOULD BE AN APPLICANT WHO IS BETWEEN THE AGE OF 15 AND 50
HAVING A ‘CLEAN SHEET’, I.E. ANSWERED ‘NO’ TO ALL QUESTIONS
REGARDING HEALTH AND NO PHYSICAL EXAM WAS GIVEN. THE SCHEME
OCCURS WHEN AN APPLICANT LIED ABOUT THE EXISTENCE OF ANY LIFE
THREATENING DISEASE SUCH AS CANCER OR AIDS.

THE APPLICANTS ARE RECRUITED BY AGENTS/BROKERS, VIATICAL BROKERS
AND VIATICAL SETTLEMENT COMPANIES, THROUGH AIDS OR TERMINALLY ILL
RESOURCE CENTERS, SUPPORT AND ACTIVIST GROUPS. AFTER TAPPING
THESE SOURCES, THE RECRUITMENT CONTINUES BY WORD OF MOUTH.

APPLICANTS ARE THEN PAID A FEE TO SUBMIT FRAUDULENT LIFE
APPLICATIONS TO COMPANIES, SUCH FEES RANGE FROM 1% TO 2% OF THE
FACE VALUE OF THE POLICY.

THE APPLICANT MAY BE PROMISED THEY WILL RECEIVE A POLICY IN
ADDITION TO A FEE, BUT IN MOST CASES, THESE POLICIES ARE RETAINED BY
THE VIATICAL COMPANY.

APPLICANTS ARE SOMETIMES USED AS RECRUITERS AND WILL BE PAID A
REFERRAL FEE OF 1% (of the face value of the policy), FOR SUBMITTING A LEAD
TO THE BROKER OR THE COMPANY THAT RESULTS IN A SALE.

ONCE THE POLICY IS ISSUED, OWNERSHIP IS TRANSFERRED TO A TRUST IN
THE NAME OF A POLICYHOLDER. GENERALLY AT THE TIME THE TRUST IS
FORMED, THE POLICYHOLDER WILL RESIGN AS TRUSTEE AND APPOINT A
REPRESENTATIVE OF THE VIATICAL BROKERAGE OR SETTLEMENT COMPANY,
AS THE TRUSTEE.
ONCE A VIATICAL SETTLEMENT COMPANY OBTAINS THE POLICY, IT IS SOLD
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TO AN INVESTOR DURING THE CONTESTABILITY PERIOD AND GENERALLY
WITHIN THE FIRST TWO MONTHS OF ISSUANCE.

THE SETTLEMENT COMPANIES REPRESENT TO THE INVESTOR THAT
PREMIUMS WILL BE PAID BY THE COMPANY DURING THE CONTESTABILITY
PERIOD.

INVESTORS ARE NOT PART OF THE CONSPIRACY AND ARE UNAWARE OF THE
FACT THAT THE POLICIES ARE FRAUDULENT. THE MAJORITY OF THESE
INVESTORS ARE DRAWN FROM THE ELDERLY POPULATION. MOST RECEIVE A
REPRESENTATION THAT IN THE EVENT OF CANCELLATION OF THE POLICY,
THE COMPANY WILL REPLACE IT WITH ANOTHER AT NO EXTRA CHARGE.

THE BUSINESS IS A LUCRATIVE ONE. RECENTLY, THE FLORIDA DOI INDICTED
A VIATICAL SETTLEMENT COMPANY, ONE OF IT’S VICE PRESIDENTS AND
FOUR VIATICAL BROKERS FOR FRAUDULENTLY BUYING AND SELLING LIFE
INSURANCE POLICIES. THIS INVOLVED ABOUT $9 MILLION DOLLARS WORTH
OF LIFE INSURANCE BUSINESS, WHICH WAS FRAUDULENTLY OBTAINED FROM
53 LIFE INSURANCE COMPANIES. THIS WAS DONE BY ‘CLEAN SHEETING’ AND
IN ONE CASE THE SETTLEMENT COMPANY RECEIVED $48,510 IN COMMISSIONS
FOR THE SALE OF ONE POLICY WORTH $122,746.

IF THERE APPEARS TO BE ANYTHING THAT WOULD AROUSE YOUR SUSPICION
THAT SUCH A SCHEME HAS BEEN PERPETRATED, PLEASE LET THE FRAUD
UNIT KNOW, SO THAT APPROPRIATE STEPS CAN BE TAKEN TO DETERMINE
WHETHER VIATICAL FRAUD INDEED, HAS BEEN COMMITTED.
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